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INTRODUCTION 


Rental housing transactions are often considered to be 
different from those involving other goods and services and 
therefore to need special rules in order to ensure that all 
interests are protected in an equitable manner. 

In part, the distinctions made between rental housing 
and other goods and services may stem from a general feeling 
that sitting tenants should be on more than an equal footing 
with prospective tenants, that Landlords, avenin anbetter 
bargaining position than tenants, and that there, are.dii— 
ferences caused by the relatively long term of tenancy 
relationships. In other exchanges buyers compare the 
quality of goods or services and the terms ‘offered hy 
various sellers and make their choices accordingly. They 
may continue to deal with a particular seller as long as the 
arrangements remain satisfactory; if this ceases to be true, 
buyers can usually change their spending behaviour with 
little cost. For example, 1f the price of some commoda cy 
increases, buyers usually shop at another store or buy a 
less expensive substitute. Such relatively easy adjustments 
to changing market or non-market conditions are usually 
possible, even for necessities such as food. 


———— SEES ee —eeeeeeeeeeeeeaeeee———_—m™™”" 


This report 1s a result of the col babovration oOfsal) theca 
authors. The first listed provided a measure of io 
ordination and had responsibility for the introduction and 
the second section. The second and third listed had respon- 
Sibility for’ the third and fourth sections tespectively: 


The rental housing market, however, may offer the buyer 
neither as much opportunity to choose nor as much ease of 
adjustment. Although many different prices and forms of 
rental accommodation are offered in most communities, the 
range is sometimes limited and landlords may be unwilling to 
rent to some groups of tenants, such as families with 
children. Consequently, the possibilities for substitution 
are far more limited than for most other goods. Moreover, 
even if other and cheaper accommodation is available in 
other communities or cities, employment, family and other 
responsibilities often make it impractical for tenants co 
take advantage of those opportunities. Tits may Ve 
especially true for sitting tenants. Once a household is 
living in a rented house or apartment, it may be even more 
difficult for it to move if the rent is raised. In addition 
to the direct costs, people may bear non-pecuniary losses 
when forced to move by circumstances not of their choosing. 
Attachments to a present home and neighbourhood and 
proximity to friends, shops, and recreation facilities are 
not usually given up without a loss of personal well-being. 

In part for reasons such as these, fairness as well as 
efficiency in the provision of rental housing has become 
important. Many people believe that current tenants should 
have more rights than other households willing to pay equal 
rents and that some reasons for raising rents Or Loe 
terminating tenancies are more acceptable than others. 

The demands for special treatment, however, are no 


doubt also motivated By the special interests of some 


individuals or groups pleading for an advantage over others. 
Clearly many restrictions or regulations will serve some 
interests better than they do others, and some will serve a 
narrower interest only at considerable expense to thé wider 
community. 

In order (to .decide: what Kind of Intervention in cne 
provusion of rental Nnousing Ts, Vikely to best meer gune 
short- and .vong—run. .eftriciency. and equity goals opiathe 
community, it is necessary to balance the gains and losses. 
On one hand, tenants will benefit from restrictions on the 
grounds for ending tenancies or raising rents. The expense 
and..disruption «of having to move widas beswneducedyn cand 
tenants will run less risk of being evicted in the future. 
On, the. other hand, ‘such restrictions wall result -meelosses, 
not.only to, landlords, but to the commun uty as 4.who lemin 
the form of costly restrictions on _the supply of housing. 

The purpose here 1s, to attempt to Sort, ouce some. of 
these issues and to present some preliminary empirical 
evidence that may be of help both in interpreting the claims 
of inefficiency and inequity that have been made in support 
of changes in rent regulations and in judging the desirabi- 
lity of Varlous proposals. £or, dead isting wa th. poss oe 
inefficiency and inequity. 

Most of what follows is concerned with feelings about 
fairness when tenants are asked either to pay more rent or 
to vacate their rental premises, and with the losses that 
tenants experience in such .siittations. ~The wiscussion is 


not intended to treat the issues exhaustively nor to include 


all the problems. It is, instead, a preliminary inquiry. 


No attempt is made to assess the increased social costs that 
result from government intervention in the provision of 
housing -- such assessments are left to others. 

The next section will deal with losses that Fay be 
borne by tenants when they are required to give up 
possession of their present homes, to which they may have 
formed special attachments. The section will outline the 
nature of the losses and will present some illustrative 
responses from a survey of tenants to show whether or not 
the problem might be of sufficient consequence to warrant 
community concern. 

The third section will examine various perceptions of 
fairness and will present evidence on the extent to which a 
sample of home-owners and renters judged the fairness of 
various reasons for rent increases and for non-renewal of 
leases. 

The fourth section will examine a few typical regula- 
tions that are used to meet demands for intervention in the 
ROG housing market and will compare the extent to which 
those rules seem consistent or inconsistent with the 
evidence presented in the earlier sections. 

The final section is a short summary of some of the 


conclusions. 


SECURITY OF TENURE AND LOSSES 


Security of tenure 1S a continuing Matter Gf concern wan 
housing policy. Regulations to limit the grounds on which 
tenants can be evicted or leases not renewed benefit tenants 
by making them more certain of continued Cenancy.| such 
rules, however, usually add to the cost of providing rental 
LOU Sang, The degree to which regulations increasing 
security of tenure may be justified depends, in large part, 
on how well such regulations colnoide: with the pubiwve <> 
ideas of fairness and on whether a reasonable balancing of 
the costs they impose and the benefits they confer has been 
achieved. This section looks at the losses to tenants that 
restrictions on evictions and non-renewals are intended to 
mitigate. 

Although many members of the public may gain or lose 
from what they view as more equitable or less equitable 
tenure regulations, the principal beneficiaries of such 
regulations are likely to be tenants, who will be spared the 
losses that they would otherwise experience by having to 
move involuntarily. In addition to incurring expenses, 
tenants may also suffer psychological losses when they are 
forced to move as a result of eviction, non-renewal of a 
lease, OY a prohibitive ancrease in rents Mionore,, 1992). 
These losses will likely vary depending on tenants' attach- 
ment to their present homes and. their expectations of 


finding acceptable substitutes. 


The extent to which a tenant considers alternative 
accommodation to be a good substitute for his or her present 
house or apartment no doubt varies with the individual. 
While some may be nearly indifferent, others may consider 
their present home to be unique, and this feeling will 
likely increase the loss in welfare if they are forced to 
move. The location, size, configuration, and appearance of 
rental accommodation may vary a great deal. Even when 
accommodations are priced identically, a householder may 
prefer one over another -- because of the location, the 
view, or the, arrangement of space. In. the ucase Of the 
accommodation an individual presently occupies, there may be 
an even greater preference for that premise over others. AS 
the current occupants have previously chosen their particu- 
lar rental unit from among all that were Available ache, 
presumably made their choice on the basis of some special 
attraction, Furthermore, the particular attachment and 
value placed on the current holding may have grown as they 


became familiar with the accommodation and the neighbourhood 


and made friends nearby. On the other hand, tenants might 
feel less ‘attached to their current dwelling if their 


circumstances changed -- for example, if they were offered 


an attractive job in another city or district, or if their 


children left home. 
Measure of Welfare Loss 


The economic value of the non-pecuniary, psychological 


losses will not only depend onthe individual's tastes in 


housing but will probably "also vary with: the measure that 15 
used for the evaluation (Knetsch, 1983). 

It is generally agreed that the appropriate economic 
measure of the losses that regulations leading to greater 
security of tenure are intended to reduce, rs the minimum 
sum of money that would fully compensate tenants for their 
sacrifice (see, for example, Mishan, 1982, chapter 58). The 
compensation demanded is an economic measure of the loss in 
welfare, or economic well-being; using this measure need 
not, and usually does not, imply that these losses are, or 
ought to be, compensable. The issue of whether compensation 
ought to be paid or “even (considered) is entirel, another 
matter. 

In practice, it is commonly assumed that the maximum 
sum “thet people would, ber willing tompay toOmavolda oe to 
mitigate a loss -- an amount that is often easier to measure 
-- can be substituted for the more appropriate compensation 
measure. For example, if a tenant were faced with the 
prospect of having to move, the loss has generally been 
taken to be the amount the tenant would, pay to yo1d) the 
move (for example, Hirsch, 1979, p.760). “Or the monetary 
value of the inconvenience resulting from a loss of services 
in a building would be the sum that tenants would pay to 
retain those services. 

The justification for using the willingness-to-pay 
measure 1s the common presumption that the two bases for 
evaluating a loss will yield nearly equivalent measurements 


=" they are expected to vary by only a small eancuusuda lly 


insignificant amount, due to possible differences in demands 
resulting from small changes in income (the so-called income 
Or wealth ertect). * The standard “advice “ta ciate. anemoet 
apolications” the error "of “approximation Wil “ce very, 
salt ws" (Willig, 1976," pe 489)*" “and? Peepraceieae ny 
speaking, it does not appear to make much difference which 
definition is accepted" (Freeman, 1979, p. 3). 

Although the two measures are commonly used inter- 
changeably as the basis for assessing losses and for 
designing government policies, the usual assertions of 
equivalence between the measures do not appear to be 
supported by empirical evidence. Instead, available data -- 
collected from a wide variety of recent studies by many 
investigators using various methods -- suggest Cate ele 
compensation measure of losses will generally far exceed the 
payment measure. 

The disparity between the measures of change rn 
economic well-being was first noted in Sstuares of the 
effects of environmental losses (see, for example, Rowe, et 
al., 1980). People consistently indicated that they would 
demand far more compensation to give up natural amenities 
than they would pay to keep them. Since “then,” results 
showing disparities between the measures have become common. 
Further, the results from the numerous surveys have now been 
supported by consistent findings from a variety of experi- 
ments and exercises involving real exchanges of money and 
actual entitlements (Knetsch and Sinden, 1984; Bishop, et 


al., 1984). These studies, too, have shown a large and 


significant disparity between the two bases for evaluating 
the impact of change on economic welfare. The willingness- 
to-pay measure invariably understates the value of losses 
and commonly does¥so "by a ‘factor Of about. tireces toy ten: 

The apparently larger value ascribed to losses than to 
gains ils closely related tor thescommon observatilonst that 
people evaluate gains and losses from some neutral reference 
pOUuntirather than as fingl @outcomesmandtehac Lossecrirom 
that reference level are more important than positive 
changes (Kahnemam vand=Tvernsky,* LOTS andeloed) eA cach 
wrth a*total wealthronrs1,000 comparesYatgarn or a ross or 
$10 by comparing the increase or decrease in welfare result- 
ing from having $10 more or $10 less, and not by comparing a 
wealth of%S990ewith jm wealth, of S100. BPinvothem words, 
losses generally loom much larger than corresponding gains. 

The main implications of the disparities in people's 
evaluations of changes that affect their welfare are that 
losses seem generally to be taken far more seriously than 
gains (see Thaler, 1980) and that assessments based on 
people's willingness to pay are very likely to underestimate 
the losses. An involuntary change is therefore likely to 
affect an individual's well-being more adversely and more 
severely than would be suggested by what people pay to 


prevent such changes; 


Some Empirical Evidence 


Thy principle, ° they loss )in “economia @awe l fare? that atenants 


would experience if circumstances called for them to give up 


their current residences involuntarily would be the smallest 
amount of compensation the tenants would accept in exchange 
for moving willingly. There are, of course, problems in 
making such assessments, but it may be possible to obtain at 
least some rough indications of amounts that would be useful 
for some purposes. 

some assessments of the losses that tenants say they 
would incur if asked to move were made from the data 
obtained in a recent household survey conducted by telephone 
in the summer of 1984. The results are at best preliminary, 
but they may be useful for illustrating the procedure and 
possibly for suggesting whether or not the losses might be 
large enough to be given any weight in efforts to compare 
the gains and losses of different levels or forms of inter- 
vention in the market for rental housing. 

Standard sampling techniques were employed to draw a 
random selection of households from the Toronto metropolitan 
area, and the interviews were carried out under the dipnect 
supervision of a commercial survey firm.l All calls were 
made in the early evening, and equal numbers of male and 
female heads of households were interviewed. The basic 
survey and the questions were designed primarily for another 


purpose, having mainly to do with methods of assessing non- 





ps A random selection of residential telephone numbers was 
made from the directories. The proportion of respon- 
dents who did not wish to begin the interview was 59 
per cent; once the interviews started, fewer than one 
per cent did not continue to completion. 
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pecuniary values and the importance Gor @ilataneos 


considerations.2 However, the example of rental housing 


used in the survey provided useful data for the present 


purpose. 

ALthovuogh: the stotal samp.) 6 wase Ue Wievlar Cre re. woe 
respondents identified as renters were asked a series of 
questions that included ones on their residential tenancies. 
After each renter had been asked about the type of accommo- 
dation they lived in, how long they had lived there and the 


amount of rent paid, they were then asked the following 


question: 


Assuming that your moving costs are covered, and 
that there is [is no] comparable rental housing 
available in your neighbourhood, would you agree 
to move if you were paid $X? 


The sample was divided into ten roughly equal parts, and one 
of the ten variations of the question was used with each 
respondents The amount of the compensat lionseftier,; ahessx, 
was “di ther 9:/000 ,. $38,00088S 5,000 sv ,O00ROresOnOU0 pe Uhat 
is, roughly one-fifth of the sample was asked if they would 
move when offered one of these sums. Dnpthesdeseription of 
the.icbwecums tances; ione-hal Gof eachiot iehese! fLitvecgquoups 
were told that other comparable rental housing was available 


in theiv neighbourhood: the other halt were told that tu was 








Lie Further, reports ohetheeresuhis anerwplannedrtor future 
publicatron, 


del. 


TABLE 1 


Percentage of Renters Who Would Refuse to Move from Their 


Present Accommodation if Offered Compensation Over and Above 
Moving Costs 





Other Comparable 
Rental Housing 


in Neighbourhood SP ,000. -$37000- $5,000 287,000 obo ,;n0U o 





Available 42 50 32 24 18 
(N=69) (N=65 ) (N=56) (N=66 ) (N=66 ) 

Not available 56 47 40 34 20 
(N=77 ) (N=74) (N=73) (N=77) (N=70 ) 





not. Each respondent was asked only one of the ten varia- 
tions of the question. 

Although the question could have asked more directly 
for the minimum sum tenants would require in return for 
agreeing to a move, experience with this type of question 
suggested that this would not be a feasible approach. While 
also likely to be subject to an anchoring bias, the closed 
ended method used, where respondents are asked OMUYyAESr sa 
yesnorl no sto taspeci fic option, is far less demanding than 
asking the respondent to name a specific compensation level. 

The proportions of the respondents who answered that 
they would not agree to move if offered the varying amounts 
of compensation are given in Table 1 (N indicates the number 
of respondents asked eaciipar trcudlar question). As 
expected, the number of people who would turn down the offer 
decreases as the size of the payment becomes larger. 

The proportion saying that they would refuse the offers 


ver LaALray substantial, even at the higher rates. A further 


i 


TABLE 2 


Percentage of Renters Who Would Not Move, by Compensation Offer 
and Length of Residence in Accommodation 





Number of Compensation Offer teal 
Years' All 
Tenure $1,000 $3,000 $5,000 $7,000 $10,000 Offers 
Similar 
Housing 
Available in 
Neighbourhood 
= 2 32 40 19 16 aS 25 
(N=31) (N=20 ) (N=21) (N=37 ) (N=23 ) (N=122) 
tA ab ie 47 62 so 35 16 40 
(N=19) (N=26 ) (N=21) (N=17) (N=19) (N=102) 
5 ao 45 50 18 25 36 
(N=19) (N=20 ) (N=14 ) (N=22 ) (N=24 ) (N=99 ) 
Similar 
Housing Not 
Available 
ee 49 a2 29 20 7 28 
(N=35) (N=28 ) (N=29) (N=30 ) (N=27) (N=148 ) 
2G oo 58 39 39 35 19 35 
(N=12) (N=23 ) (N=23 ) (N=26 ) (N=26 ) (N=110 ) 
> me 63 74 55 ye 41 58 
(N=30 ) (N=23 ) (N=22 ) (N=21 ) (N=17) (N=113) 


basis of comparison is provided by the average monthly rent 
being paid by the respondents -- $443. 

The number of refusals also varied, depending on 
whether or not other comparable rental housing was said to 
be available in the respondent's neighbourhood. Generally, 
the availability of such accommodation reduced the 
reluctance to move, implying that the loss that would be 


associated with an involuntary move would then be less 


onerous. 


ie 


The proportion of respondents who said that they would 
not accept the compensation for moving was also found to 
vary with the length of time that they had lived in their 


home. These variations are given in Table 2. Although the 


various subsamples are fairly small, the general pattern of 


a greater reluctance to move with longer tenure is clearly 


evident in these figures. On average, for example, nearly 
twice as many people who had occupied their present home for 


five years Or more, as compared to those who had lived in 
their present accommodation for less than two years, said 
that they would not want to move. 

The results show that there would probably be wide 
variations in the required compensation among individual 
tenants, depending on particular circumstances. AS the data 
suggest, these would include how long the tenant had lived 
in the premises and whether or not comparable rental accom-— 
modation was available in the same neighbourhood. Also, it 
seems probable that factors like the degree to which change 


is viewed as reasonable and equitable, or at least not 


completely unfair, would have an important influence on the 
magnitude of the loss. 

Surprisingly, tests revealed that, there ~wass ie 
consistent, statistically significant relationship between 
the amount of rent being paid by the respondents and their 
willingness to accept the various amounts of compensation 
for moving. There was also no clear relationship to house- 


hold income (as reported by the respondents). 
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Other data collected in the survey revealed that a 
further factor may be important in such assessments. When 
respondents were asked if they would accept SiyO000) to tMnove, 
given that other accommodation was available in their 
neighbourhood but with no reason given for the request, 42 
per cent said that they would refuse (see Table 1). Two 
other groups of respondents of about eighty individuals each 
were asked the same question, except that a reason for the 
move was provided. In. both cases the proportions of 
respondents expressing a refusal were lower than among those 
to whom no reason was given. When the words (etiveyour 
landlord wanted to convert the building to another use" were 
inserted into the question, the refusal rate was 30 per 
cent; when the words "if your landlord wanted your unit for 
a relative" were inserted, the ® rate was S60 pen cent. 
Apparently, when people are provided with what many consider 
a legilttiimate reason for being required Commove, seneyrare 
somewhat less averse to giving up their home than they are 
when no reason is given. If this is generally true, and if 
reasonable grounds are in practice given for requiring 
moves, estimates of loss based on questions giving no reason 
are likely to overstate the amount of compensation demanded. 

The present evidence should be taken only as approxima- 
tions of the losses that may result 1£ a tenant has to move 
involuntarily. The sample that was used to generate the 
data was relatively small, “the crrereal ques ions were 
included among others, respondents may not have given as 


close attention to their answers to these specific questions 


Ls 


as they might have if the survey had been more specifically 
designed to provide estimates of this psychological loss, 


and no account was taken of any possible added loss that 


might be associated with a forced move. However, even with 


these reservations, the approach appears to be useful for 


indicating that tenants may experience a fairly substantial 
loss in welfare if they have to move involuntarily. 

If the indications of losses given by respondents are 
even close to reasonable approximations, the losses that are 
addressed by regulations governing security of tenure may 
weldmMbeiisionitbicant.. sPheccosts ofivsuch, regulations sare 
another matter, but: the benefits, along with the costs and 


the observed preferences that favour sitting tenants, should 


be considered in judging the desirability of changes. 


CONSIDERATIONS OF FAIRNESS 


There are several reasons why it is important to know what 


tie: public considers fair’in the domain of rental housing. 


The first and most obvious is that residential tenancies are 
heavily regulated and that the pol iti calisand legislative 
process that produces regulations is certainly affected by 
the prevailing standards of fairness. Another reason to 
study public attitudes is»to understand why the pressure to 
regulate tenancies is so strong. 

The discrepancy between the popular view of rental 
housing and the approach of most professional economists is 


large and obvious. A large proportion of the public favours 
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strong restrictions on landlords, including rent Sontro lis; 
which are considered to be inefficient and self-defeating by 
almost/ald.economists,,cegardless of jtheispe~poliaties. AS 
will be seen, the discrepancy cannot be explained away as a 
mere expression of vested interests. The analysis that is 
applied Uni thise sectiony-traces; itsto;tworrsources, se7 he, First 
is the public'ssiconcerns with fairness; which sometimes con- 
fluctsswith Gconomists’cconcern :wirthiterficiency. Invparti= 
cular, the use of prices to allocate the available supply of 
a (COnNMod’ty fis not always sithoughits topbe falmraiherassue 
here for policy-makers is how far to go in accommodating the 
public's concern. Second, some people's attitudes appear to 
reflectual back«of, or an Anicorrect,stundenstandangsoft the 
economies: -0of housings) ein epartecui.ar -;"nabveteceount ing. 
tends to ignore opportunity CoOsts,-a mistake that lCends ro 
produce a bias against landlords. 

This examination Of public scandards tO tan mnesceih 
rental housing, was .fitted.into .a project. oen.which, thesfirst 
two authors of the present report have been working for some 
timesosThes principal taim of phelpro jee Macy been storbetter 
understand the lay view of the conduct of buyers and sellers 
in the marketplace -- including what that conduct should be 
and what it usually is. Telephone interviews with samples 
of Toronto residents have been the main source of data for 
this portion of the study;e which hassbeen’ concerned, in 
particular, with discovering what the respondents consider 
toxrbe, fain pricing practaces and» under what-circumstances 


respondents feel it.is acceptable,. for example, for an 


NEY) 


employer to reduce wages. Some conclusions of this work 


appear to be applicable as well to rental housing. Perhaps 
the most important conclusion is that people do not believe 
that prices and wages should be strictly determined by 
supply and demand, at least in continuing relations such as 
those between an employer and an employee. The fact that 
equally reliable labour is available at a lower cost is not 
considered an adequate reason for an employer to lower wages 
-- at least when the employer is making a profit. Wage cuts 
are considered fair and acceptable only when the employer is 
losing money. There is reason to expect that the public may 
hold similar opinions about another continuing relationship, 
that which often exists between landlord and tenant. 

With regard to pricing policies, price changes are not, 
i generar,  conside red to be the proper response to 
Scarcity: For -éexampléy ithe List price of a car model is 
viewed as a maximum price that cannot be exceeded even when 
demand far exceeds available supply. People feel that in 
such cases shortages should be resolved in other ways -= 
mainly by queueing. The preference for queueing as a 
rationing process and the continuing nature of the landlord- 
tenant relationship may both contribute to the striking 
preference that is accorded (by government regulations as 
well as by community standards of fairness) to an existing 
tenant who wishes to renew a lease as against other poten-— 
tial renters of the same accommodation. 


The next section presents the questions that were asked 


in the Toronto survey about iZH2eueu? OF fairness 2h 
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residential tenancy and reports the answers. A subsequent 


section develops some of the conclusions that are supported 


by these results. 
Survey Questions and Results 


The survey questions that are pertinent to the topic of 
fairness in rental housing were organized in two sets, which 
explored respectively the conditions under which a landlord 
might be allowed to refuse to renew a lease and those under 
which a rent increase would be allowed. The respondents 
were asked at most one question from each set, and the two 
question ssrabout rentaibahousiin gamer es not teens eicuri ve 
questions in the questionnaire. Fon "éach, questions, the 
resulits; indicate thesproportionvo£L respondents, whorgaveja 
yes response. The results are reported separately for 


renters and owners as well as for the group as awhole. 


The: first set-ofiquestions dealt with, vanlows, meaqsons 


for non-renewal of leases. 


Question I-l 

Suppose a landlord owns an apartment building that is 
fully occupied. The Landlord and) hus eneher tantly 
would like to move into one of the apartments. Should 
the landlord be able to refuse to tenew oa “current 
tenant's lease in order to move into the building? 

YES: Renters 30% (N=57); Owners 48% (N=106); Total 42% 


Question I-2 


Suppose a landlord owns an apartment building that is 
fu lity. occupied: One of the landlord's children is 
mov ing) iback kosher? ci ty randoneede iar place fea sive. 
Should the-landtord be sable to Peliisce (to renews 
current tenant's lease in order to allow the relative 
to move in? 


YES: Renters 13% (N=79); Owners 29% (N=80); Total 214 
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Suppose a landlord owns and rents out a single small 
house. One of the landlord's children is moving back 
Gyrene city= and? necds"a’ place’ to livery Should the 
landlord be able to refuse to renew a current tenant's 
lease in order to allow the relative to move in? 

YES: Renters 41% (N=70); Owners 67% (N=78); Total 55% 


Suppose a landlord has been renting out a suite in her 
or his own home. The suite is self-contained and has a 
separate entrance. One of the landlord's ena tdren "is 
moving back to the city and needs a place to live. 
Should the landlord be able’ to refuse to renew the 
current tenant's lease in order to allow the relative 
to move in? 


YES: Renters 49% (N=71); Owners 65% (N=860); Total 583 


Question I-3 and I-4 

Suppose a landlord owns an apartment building that is 
fully occupied. One of the landlord's (nephews/good 
friends) is moving back to’ the city and needs a place 
GO. LLVe. Snould the landlord be “able! to refuse to 
renew a current tenant's lease in order to allow the 
(relative/friend) to move in? 


3-Nephew 
YES: Renters 15% (N=78); Owners 27% (N=88); Total 22% 


4-Friend 
YES: Renters 14% (N=80); Owners 17% (N-84); Total 15% 


Ouest tion 5 

Suppose a landlord owns an apartment bDpiLding “that 25 
fully occupied, The landlord would like to avoid one 
tenant's constant demands for building improvements. 
Ghould the landlord be’ able to refuse to renew a 
current tenant's lease in order to rent to a different 
tenant? 

YES: Renters 21% (N=66); Owners 36% (N=90); Total 29% 


Question I-6 

Suppose a landlord owns an apartment building that is 
fully occupied. All tenants in the building have been 
adults but one couple has recently had a baby. Should 


the landlord be able to refuse to renew a current 
tenant's lease in order to maintain the adult nature of 


the’ building? 
YES: Renters 32% (N=79); Owners 43% (Nes0Jj* 1 Total 37% 


Question I-7 

Suppose a landlord owns an apartment building that is 
folly occupied. In one of the apartments another 
person moved in with the tenant who signed the lease. 
Now the original tenant has moved out. Should the 
landlord be able to refuse to continue the tenancy even 
if the new person is paying the rent? 
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YES: Renters 44% (N=77); Owners 49% (N=83); Total 47% 


Suppose a landlord owns and rents out a single small 
house. Another person moved in with the tenant who 
signed the lease. Now the original tenant has moved 
out. Should the landlord be able to refuse to continue 
the tenancy even if the new person is paying the rent? 

YES: Renters 38% (N=68); Owners 63% (N=70); Total 513% 


Suppose a landlord has been renting out a Sante, 1a her 
or his own home. The suite is self-contained and has a 
separate entrance. Another person moved in with the 
tenant who signed the lease. Now the original tenant 
has moved out. Should the landlord,be, able, to refuse 
to continue the tenancy even if the new person is 
paying the sbene. 

YES: Renters 59% (N=79); Owners 59% (N=66); Total 59% 


Question I-8 

Suppose a landlord owns an apartment buwpkakng thates Ss 
fully occupied. The landlord would like to convent «the 
building to condominiums. Should the landlord be able 
to refuse to renew a current tenant's lease in order to 
convert. the puisidind so .tibe use: 

YES: Renters 42% (N=68); Owners 51% (N=79); Total 47% 


The second set of questions dealt with various reasons 


for a rent increase. 


Question II-l 

A landlord owns a building with five apartments and 
charges $400 per month rent for each. Suppose the 
operating and maintenance costs increase substantially 
due to inflation. Do you think the landlord should 
passonithéerinereased. costs by changing S50yper month 
more for each apartment? 

YES: Renters 46% (N=69); Owners 60% (N=86); Total 543% 


Question II-2 

A landlord owns a building with five apartments and 
charges -$400) per: month, rent<for, each. Suppose the 
current mortgage on the building expires and the 
landlord is forced to renew at a substantially higher 
rate of interest. Do you think the landlord should 
pass on the increased icost by charging $50 per month 
more for each apartment? 

YES: Renters 49% (N=79); Owners 56% (N=79); Total 53% 


A landlord owns and rents out a single small house and 
charges a rental of $400 per month. Suppose the 
current mortgage on the house expires and the landlord 
is’ forcédnte nenewrat a substaneiain wehigher rate of 


on 


interest. Do you think the landlord should pass on the 
eae ee cost by charging $50 per month more for the 
ouse? 


YES: Renters 55% (N=69); Owners 78% (N=85); Total 683 


A landlord has a self-contained suite with a separate 
entrance in her*or his own home and rents it out for 
$400 per month. Suppose the current mortgage on the 
house expires and the landlord is forced to renew at a 
substantialiy higher rate of interest. “D6 you think 
the landlord should pass on a proportionate share of 
the increased cost by charging $50 per month more for 
the suite? 


VES Renters 57% *(N=69)* ° YOwners' "61% {N=79)- ‘Total 59% 


Question II-3 

A landlord owns a building with five apartments and 
charges $400 per month rent for each. Suppose the 
operating and maintenance costs increase substantially 
adue to inflation. If the landlord cannot raise current 
menteqbecause Of legal restrictions, “do you! think ‘the 
landlord should temporarily be able to cut back on 
services? 

YES: Renters 25% (N=56); Owners 37% (N=102); Total 33% 


Question II-4 

Amieandlordiowns’a building wrth fives apartments and 
charges $400 per month rent for each. Suppose the 
rents are controlled and the permitted yearly increase 
for these apartments ‘is $50 per month to reflect 
general cost increases of rental units in the area. If 
a tenend can *showOthat’the *lLandtord’s ‘costs have 
increased by less than that amount, should the $50 
increase be reduced accordingly? 

YES: Renters 90% (N=80); Owners 74% (N=85); Total 82% 


Question II-5 

AW landlord “owns %a ‘building with” five apartments and 
charges $400 per month rent for each. Suppose that the 
landlord has added a new wing to the building and now 
has five new rental units that are identical to the 
original. ones. Do.you .think the landlord Strowld charge 
$50 per month more rent for the new apartments to 
reflect higher present building costs? 

YES: Renters 46% (N=79); Owners 65% (N=82); Total-*55% 


Question II-6 

A landlord owns a building with five apartments and 
charges $400 per month rent for each. Suppose the rent 
on all five apartments was increased three months ago 
and would normally not be raised again for another nine 
months. Now one of the tenants has moved. Do you 
think the landlord should charge a new tenant $50 more 
bee month if atenant.1is while CO pay olus ’ 
YES: Renters 24% (N=80); Owners 41% (NE79) se" |} Total 32% 
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Question II-7 

A landlord owns a building with five apartments and 
charges $400 per month rent for each. Suppose the 
current leases are due for renewal and costs to the 
landlord have increased substantially over the past 
year. Several of the present tenants would be forced 
to move 1£ the rents»were increasedés Do vou-think the 
landlord should pass on the increased costs by charging 
$50 per month more for each apartment even if this 
means that people would have to move? 

YES: Renters 54%. (N=76:);. Owners 64% (N378) 3), Total 59% 


Question II-8 

A landlord, owns ,a,.buildingdewilth Liv exapamtmen ts sand 
charges $400 per month rent for each. Suppose the 
opening of a new factory in the area causes more people 
to. move in, substantually increasingy She rdemand for: 
housings» DO. .yOoUs bi nke tie searrdiliornd ishoulds; pass) on 
general rent increases that have resulted from the 
shortage. .by », charging $50) per imonth) morentlor..each 
apartment? 

YESs Renters 53 .(N=6 ites Owners 1323). (N=89 ina crotal 424% 


Question II-9 

A landlord owns and rents out a single small house and 
charges a rental of $400 per month; Suppose the 
opening of a new factory in the area causes more people 
to move in, substantially increasing the demand for 
housing... ,DOsyoOu sthink, ther landlord yshoused) pass on 
general rent increases that have resulted from the 
shortage by charging $50 per month more for the house? 

YES: Renters 28% (N=83); Owners 46% (N=67); Total 36% 


Question II-10 

A landlord has a self-contained suite with a separate 
entrance in her or his own home jand) rents it. out, for 
$400 per month. Suppose the opening of a new factory 
iNew -E.R Gs 98a .G aa LOalsias {MOC peO. DAve ror MO Ve giles, 
subsitantialbhy increasing the demand siorenousing. Do 
you, think, itheslandd omd shoullds pass Vornadeneral rent 
increases. that, have resulted from the shortage by 
charging $50 per month more for the suite? 

YEous Ren bers, 2il %~(N=78)).40. OWNersHahtin(N=70)) seetOotal. 3024 


Interpreracion Of OURVeYs RESULES 


The most obvious finding is that the respondents generally 
Oppose granting landlords the power to refuse to renew a 


lease and are very selective about the situations under 


which a ‘landlord shoudsd be Sabie sto ranise, cremes. Le. us 
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notable that these norms of fairness are not supported only 


by self-interested renters. Although there is a consistent 


difference in the percentages of positive responses by 
renters and by home-owners, the similarity of responses is 
surely more impressive than the difference. An obvious 
topic for further study would be landlords’ standards of 
fairness. A question of particular interest is whether or 
not landlords share the standards expressed by the 
respondents, including the belief in some preferential 
treatment of sitting tenants. 

The’ norms of fairness that govern preferences for 
landlords' behaviour do not appear to be norms of charity, 
which would presumably be controlled by considerations OL 
the renter's need. A striking finding of the survey ie chat 
the respondents' support for a Landlord? sir ignt toi cause 
hardship is strongest in the case to which charity might be 
most “appropriate -- where an increase of rent would be 
beyond the tenants' means (Question II-7). The norms that 
people apply appear to be impersonal rules that are based on 
the rights and obligations of responsible economic agents, 
rather than on a sentimental response to individual pain or 
discomfort. According to the general norm, tenants have the 
responsiblity of choosing accommodations that are within 
their means and landlords are not expected to protect them 
from the consequences of their mistakes. A tenant's res- 
ponsibility probably extends to the prudent avoidance of 
foreseeable risks, including the risk of legitimate 


increases in rent. In the same spirit, most people would 


24 


probably view it as imprudent for anyone to borrow money at 
a variable rate of interest without a substantial margin of 
safety. 

An issue that might be probed in future research is the 
rules of fairness that people would apply when a tenant is 
hit by unexpected misfortune, such as a layoff. At the 
moment one can only speculate that landlords would be 
expected to show considerable, but not indefinite, patience 
in such cases. 

The results of the first set of questions suggest that 
community standards grant the tenant a right to almost 
indefinite tenancy. A rental agreement is perceived as an 
Open-ended arrangement rather than as a time-limited one at 
the end of which the landlord is free to dispose of the 
property as she or he wishes. At least in the case of an 
apartment house, the landlord is not even permitted to 
terminate a lease in order to allow her or his own child to 
occupy the premises (Question I-2). The answers to the same 
question for a single small house or for a suite in the 
landlord's home suggest that the perceived balance of the 
rights of landlord and tenant may be significantly different 
when the landlord lets a single dwelling. The different 
answers that people give in the two cases could also reflect 
another consideration of fairness: the arbitrary singling 
Out of one of several tenants for non-renewal appears 
inequitable. 

Even landlords who own fully occupied apartment 


buildings have rights. For example, only a small majority 
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of respondents would deny a landlord the right to reject a 
replacement selected by a former tenant (Question I-7)., 
Thus, the right of the renter to indefinite tenancy does not 
imply a transfer of control over the property from the 


landlord to the tenant. The rights that the tenant has 


acquired cannot be passed on at will to another person. 
This result is of particular interest because it Suggests 
that the renter's hardship is not necessarily the dominant 
consideration. The hardship is presumably the same for the 
Original tenant and for the friend, but the original tenant 
had a right that the friend is not granted. 

The other salient case in which almost’ half the 
respondents allow the landlord to refuse to renew a lease is 
when the landlord intends to change the function of the 
dwelling. There appears to be almost universal agreement 
that the sitting tenant has priority over other would-be 
tenants at the end of the lease, but there is also substan- 
tial agreement that overall control should remain with the 


landlord -- including the right to change the function of 


the dwelling. 

The belief that a landlord should be able to change his 
or her relationship with the tenants in the context of a 
major business move may be fairly general. For example, the 
results of earlier surveys showed that norms of fairness 
severely restrict the right of an employer to lower 
employees' wages when their task does not change. It is a 
likely hypothesis, however, that the standards of fairness 


would allow the employer to vary the tasks that employees 
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are required to perform, with corresponding adjustments of 
wages -- especially when business is poor. 

The vsurveys "of! people's” expectations “and ‘Judgements 
about behaviour in the marketplace have revealed a striking 
contrast between the lay view and the elementary assumptions 
ofpeconomic? analysis. “irre ratbasic tenet Of the leconomic 
approach sthat prices? areCandshotld be) determined by 
supply and demand. Indeed, some economics textbooks 
expbicitl yeridieoamkte theihotiom ofta dimeeu@eretarionship 
between prices and ‘costs’ And students of economics are 
warned against the idea that prices should reflect short-run 
costs, precisely because of the central role of this idea in 
the naive view of how things work and of how they should 
work in the marketplace. In the economist's analysis, for 
example, Ut Ws "EFL icd ent for scarcity Of srental Mhousingeto 
be the Main ‘aéeterniirant “of "rental @prices? © eBu most flay 
people do not fully accept the role of supply and demand, 
especial ly“i"as continuing re latronshipescucin aseenis te 
between an employer and an employee or between a landlord 
and a tenant who wishes to renew a lease. 

Tn Question TT=8 75) per cent of the responden ts: and 
85 per cent of renters) held that increased demand for 
housing?’ is! noted égitiimate reason for raising "rentseiof 
existing tenants in multi-unit apartment buildings. While 
there was some greater sympathy in the case of single units, 
the pattern was still the same. The answers to the other 
questions show little enthusiasm for any rent increases, but 


such! SUuppOEt tas Sexists is? strictly "related to ‘the Land lords 
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actual short-run costs. Indeed, the strongest rejection of 


the landlord's right to raise rents is found where tenants 
can document that the projected increase in rent exceeds the 
increase in the landlord's actual costs (Question II-4). On 
the other hand, the opposition to rent increases is weakest 
Eneeive “Casey of carnew *bubpkding for which the costs of 
eonstruction have been high (Question II~-5). Respondents 
arewapparently willing to tolerate the idea of the’ Landlord 
charging different rents for two identical dwellings bude t 
atudatterenmt times, to reflect the differences in their 
cog enlt 16) hard to imagine @ more extreme viobation of 
elementary economic wisdom. 

In summary, the present survey suggests that the public 
Comemders weitain fora landlord to raise rents or to réfuse 
to renewla kease under the following conditions: (1) in the 
context of a business move that changes the basic terms of 
theaalnktiedlsamplacit, agreement; (2) to reflect increases in 
direct current costs; (3) to share losses that the landlord 
is eincurieing jor to prevents such*lossées. » Results of earlier 
surveys indicate that similar rules apply to other economic 
relations, for example, between an employer and employees or 
betweem<a suppiiier and clients. The indications ‘ave: that 
respondents view the breach of muke's. tof Talrness asxan 
occasion for legitimate anger and poss iblesretaliation ics 
and that they may therefore look with favour upon Lequel a= 
tion and regulations that control conduct and punish 


transgressions. 
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Naive Accounting and the Rules of Fairness 


The attempt to Underotand =the prevailing standards 2) 
Fairness in economic transactions necessarily uses some 
accounting notions, Such ase UPOrIts aNdcosts,; gains and 
bosses. It is therefore important to note that the lay 
meaning and the professional meaning OL these NOCLOns are 
sometimes strikingly different. 

The nNOtion Of Opportunity cost ws*basre to economic 
thinking, in whien such notional costs are not distinguished 
from Out-Of=—pocket costs. For the economist, 4@ vacant 
apartment represents a cost to the landlord because the 
Capltel that ¢s) (led up ti nie alse could be earning at 
least aS much as the basic Mending) pate 1E wscd otherwise. 
The lay view appears to be gurre dir tercne, generally 
ignoring Opportunity Costs (italer, PISOJe° Tartine conve xs 
of rental housing, a plausible hypothesis is that people 
adopt a narrow definition of “ele Mandtrord'sircos'ts. =" izs 
definition could include maintenance and taxes, the interest 
payments on a prudent mortgage, and a reasonable allowance 
for the dépreciation of the “asset == Dut Tice more. The 
neutral reference level is one in which these costs are 
covered, with no Special regard for the notion Ores cat 
expected return on capital investment; the bank rate is only 
relevant, in this view, if there is an outstanding mortgage. 

The relevance of scarcity to the determination of a 
fair price 18 Much Gasler COC GtUadcp Weiss oelon CL 


Opportunity cost than without such a mMOtlon. TO eeu “atl 
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asset to one tenant for $400 when another would pay $500 for 


Lt eve, Brthe economic analysis, undistinguisShabvetfrom-a 


divect Paynient or’ gtEt “of $100. from “the=bandlorda’ tot the 


ong ral teran't. Any failure to take advantage of an 


economic opportunity creates, by definition, an opportunity 
cost -- and opportunity costs are real. 

BW different intuitive conception of gains and losses is 
employed in many people's reasoning about economic matters, 
ins’ their judgements) of fairness. and in their personal 
decision-making as well. Opportunity costs are recognized 
in this conception only in the formof explicit regret fora 
specific alternative that one had almost chosen. Most costs 
are direct, and any revenue in excess of these costs sea 
profit, which is considered as a gain. 

The implication of the naive mode of accounting is’ that 
landlords are seen to make a profit, even when their return 
on invested capital is virtually nill po Longa Ssrevenucs 
cover direct costs. This definition of costs and PrOLLts! hs 
carried into the lay standards Of: FAR PHESS.. o Thusprere tps 
considered unfair for one person to impose a loss on 
another, except when the first person is trying to avoid or 
reduce a loss of his or her own. On the athem hand, (seers 
generally not fair for one person to impose a loss on 
another merely to increase a profit’ (gain)*that is already 
positive. More precisely, the imposition of a loss can only 
be justified by the expectation that the gain to the agent 
is disproportionately larger than the cost that he or she 


imposes. Hraisneanel yataimctoraappe|erson who is already 
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gaining to increase those gains simply by reducing the gains 
or increasing the losses of others, especially if they are 
thought+ to; bempkessipowert uo - > fasain the case sof «the 
landlord-tenant relationship. However, losses may be 
imposed in order for a disproportionate Jain ptombes made 
elsewhere. Such disprepeotronaresgainsitane expected to 
arise from major business moves, for example, when a 
landlord transforms a rental building into a condominium. 
Because it emphasizes direct costs and neglects opportunity 
costis;nathesnadw eymode wefmaccoumting Pls (Stnengliy biased 
against landlords in their dealings with tenants. 

A. careful analysis of naive accounting: andor standards 
of fairness of the kind that has only been, sketched here, 
could explain the large discrepancy between the popular view 
of -ventia bs housing sandkethev appeoach job spnothescaonat 
economists. Such an analysis could perhaps also point to 
ways, of closings the, gapyby) identitying issues in which 
untutored opinions should be ignored, issues that should be 
addressed in information campaigns, domains in which 
standards of fairness must be expressed in regulation, and 


situations where the task is to minimize the economic costs 


of such regulation, 


RESPONSE OF REGULATIONS AND RULES 


Many of the rules governing landlord and tenant relations 
have no doubt been introduced either to counter perceived 


failures “in Onarketvancentiv esigand |! pestraints (oreeacme 
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response to judgements that some existing practices were 


unfair. For that reason it may be of some interest to 
compare the evidence offered in previous sections of this 


report with some existing provincial regulations governing 


the relationship between landlords and tenants. 
Ttsshovld.be.kept in mind, .however.,. that,there, are 
obvious limitations to the data. For example, people who 
replied in one way to questions about Land Lords. who. ane 
renting out five units, a single gmald- house;ser easuate din 
theic own home might respond quite differently to questions 
about a landlord who owns and rents out a large apartment 
block. Furthermore, respondents might reply differently ace 
they were asked whether a landlord should have to continue 
or refuse to continue a tenancy under certain circumstances, 
rather than whether they should be able to. To ask whether 
a landlord should pass along increased costs Ls) aso quite 
different from asking whether the landlord should or should 
not be able, under law, to raise rents to cover the 


increases. The responses might also be different. Never- 


theless, in spite of these constraints, the information 
supplied by the survey responses may be of some help in 


estimating public support for various current restrictions. 


Security of Tenure 


In the important matter of security of tenure, tenants 
clearly foresee a large loss in welfare if they are forced 
to move from their present homes. Most of the renters 


interviewed in the Toronto area responded that they would 
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have to be compensated by substantial payments before they 
would agree to a move and still feel that they were as well 
off as they are *in-thely current pPosrercony “This "May ee seen 
as some evidence that such losses are important. Restric- 
tions that assure some security of residential tenure would 
prevent such losses, although the degree to which the 
limitations are justified remains open. It is also clear 
from the survey results that both home-owners, who presum- 
ably have no special interest to protect, and renters, who 
do; Support such restrictions.” “Tables 3" andr 4" summarize’ the 
answers to various questions concerning security of tenure. 
Some reasons for failing to renew a lease apparently 
are more acceptable than others, and the loss in those cases 


may therefore be less onerous. 
Ouestions I=-1 to I-4 


As Table 3 indicates, the survey found only modest support 
for the: refusal by vase dandlord ,wath tagtul ly 7 occupied 
apartment building to renew a lease in order that the 
landlord’ and “her” or‘his “family coulda™“reside inv the "premises. 
There was even less support for refusing a renewal in order 
to accommodate the landlord's child, nephew, or friend. 

The legislative response on this issue has been as 


follows:3 of the provinces that limit the reasons for which 


oy The references are to’ the acts listed at’ the’ end "of 
this paper. When more. than one act is listed for a 


particular province or territory, the act in question 
is. vererred to by its) inatiais: 
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TABLE 3 


Percentage Of Respondents Agreeing that a Landlord with a Fully 


Occupied Apartment Building Should be Able to Refuse to Renew a 
Current Tenant's Lease 


Question Reason 


Renters Home-owners Total 
I-l Landlord's family moves in 30 48 42 
I-2 Landlord's child moves in 13 Zo 21 
I-3 Landlord's nephew moves in 1 257 22 
1-4 Landlord's friend moves in 14 lie, 15 
I-5 Rid of complainer OFAN 36 29 
I~6 Baby in adult building a2 43 37 
I-7 Tenant replaced by friend? 44 49 47 
I-8 Convert to condominium 42 aS 47 


a In this case the landlord's refusal to renew the lease applies to 
thes stenantisurr wend not yto. the .original: tenant... Gee, Ouestiron I-77. 


TABLE 4 


Percentage of Respondents Agreeing that Landlords Should be Able to 
Refuse to Renew a Current Tenant's Lease: Multiple Units Compared 
to -Sanghe Units 





Reason Renters Owners Total 





Child moves in 


Multiple units dye Zo ZA 
Single small house Al 67 55 
Single suite in own home 49 65 58 


Tenant replaced by friend 


Multiple units 44 49 47 
Single small house 38 63 pik 
Single suite in own home 59 59 59 
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tenancies can be terminated, British Columbia (subsection 
29(3)), Manitoba (LTA, subsection 103(4)), Ontario (LTA, 


subsection 105), Quebec (CC, Article 1659), and to a lesser 
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degree, Nova Scotia (RTA, subsection 7(4)) permit landlords 
to terminate or refuses to renewla tenants skeasew ie Chey 
themselves or members Of their family want: to occupy the 
premises. (The debinmeron offs “tamily mappeans, to sbeq fare ly 
consistent witheBritish Columbia sesubsecerom 2ZA(sn )*, 
Manitoba... LBA ~esubsiec tions 081-4) esand son tener (ia, 
subsection 105), for example, all including the landlord's 
spouse, children; parents, and parents—In—law.) sHOWeV er, 
Manitoba, Ontario, and Nova Scotia’ place some restrictions 
on the termination. 

In Manitoba, landlords and tenants mee negotiate the 
termination and the settlement may include payment of 
compensation to the tenant of up to $250 (LTA, subsections 
Lt OBR 2) 51 C453) 7 PANdSC4R4a% That province, also prongpres 
eviction for this reason of tenants with school age children 
during the school year (LTA, subsections 113(4) and (5)). 

In (Onitarnto; > rege! atwvons tthac cal vowsieand ho mas eo 
terminate a tenancy in order that they or their family may 
occupy the premises may be enforced only if the building 
eontains notimore than ‘six dwelling tunits, or) tithe wand lord 
or her or his family has previously occupied the premises 
(LTAS subsection IO 40" © Furiuver bh ewtenancy may only De 
terminated to allow the occupancy iat the tend ofthe term 
(DPA; secelons® i05>)% 

Nova Scotia requires a judge's order before tenants who 
have lived in residential premises for five consecutive 
years ‘or More ecanibe Gliveny notice tio quite noraery CO 


allow landlords to acquire possession of a unit for their 
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or their family's use as a residence (RTA, subsection 7(4)). 
TRisseecognition of length, of, tenure»as a factor that may 


influence the loss borne by sitting tenants is consistent 


with the responses of renters, whose refusals to accept 


eompensation/to. move increased with the number of years of 
occupancy, (see Table 2). 

These restrictions on the termination of tenancies are 
no doubt intended to help reduce the likelihood of costs 
being, imposed on renters: who are forced to move. when a 
landlord or a landlord's family wishes to occupy premises 
Gurrentiy ket: yto ‘ay tenant: 

When asked whether a landlord with a fully occupied 
apartment building should be able,.to.refuse to renew a 
current tenant's lease to enable the landlord and her or his 
family to move in, only 42 per cent saidiwesiuw/That degree 
of support decreased to 21 per cent (13) per icdent-of renters 
and 29 per cent of home-owners) when respondents were asked 
whether oa landlord should: be able to refuse to renew a 
current tenant's lease to enable, not the landlord, but the 
anda ords, ichid-d; to-.move ~Ln. 

There was, however, more support for non-renewal under 
these circumstances when the landlord rented out only one 
aman) IMfouseor asingle suite in her or his own home; 55 per 
cent and 58 per cent of the respondents agreed that a 
landlord who rented out a single small house or an in-home 
suite, respectively, should be able to refuse to renew a 
current tenant's lease to enable her or his child to move 


ing 
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None'-oh-the "provinces YthatY specutiucda lay eperini t 
landlords to refuse to renew leases to enable the landlord 
or members of the landlord's family to move in extend the 
definition or “Family to rmcrude*sord ils eanrera Sletnative tas a 
nephew. Yet, somewhat Surprisingly, people seem no more and 
no less reluctant to allow landlords to refuse renewals for 
nephews than for a closer relation -- the landlord's own 
child. Unfortunately, this question was posed using only 
the ‘case ofeband lords “renting? Ot Unless intantapartment 
building; far different results might have been obtained, as 
they .were in »the. case, of ytheemandtondss chididywury the 
respondents had been asked whether they would support non- 
renewal) mh thevland lord & entedtoutfonly atsing Pemimmtivor a 
Suite in her or his own home. 

Even fewer respondents, a mere 15 per cent, agreed that 
a landlord with a fully occupied apartment building should 
be able to refuse to renew a lease in order to allow a 
friend*to. mow eine Thisil.ackio£ polsud ake Support is consis- 
tent with current’ regulations; tfonylas wwithithescasetok more 
distant) relatives,, Lheqisdatvve res treactions i ny canadian 
jurisdictions have not been extended to include landlords' 


friends, 
Questions I-5 and I-6 


The respondents were least likely to agree with a landlord's 
refusal to renew a lease when the reason was to enable a 
landlord's friend or relative to move in, but they were also 


reluctant to agree that landlords should be able to refuse 


37 


iemeonew od lease to get rid ,of a tenant who constantly 


demanded improvements or a tenant in an "adults only" 


building who had a baby. Of those surveyed, only 29 per 
cent said landlords should be able to refuse to renew a 
lease for the former reason, while slightly.more,(37 per 
cent) agreed that, landlords should, be. able. to. refuse to 
renew a lease under the latter circumstances. 

The responses to Questions I-5 and I-6 were somewhat 
consistent with,existing legislation, Of the; provinces that 
have prescribed conditions under which landlords may refuse 
to renew leases, neither of these circumstances is included 
among those "acceptable" conditions. However, in some of 
those provinces, landlords still retain the right, to. termi- 
Neate —cenancies for’ “reasonable, cause" or, a “legitimate 
BaseOn Or for "Substantial breach" of the Céenancy, agres— 
ment. (See, for example, British Columbia's Residential 
Tenancy Act, subsection 31(1).) Thus, under certain circum- 
stances the conditions described in these two questions 
might be sufficient to allow the landlord to terminate the 


tenancy. 
Ouestron .-/ 


The next question in this series asked respondents whether 
landlords should be able to refuse to continue a tenancy if 
the person who held the original lease had moved out and a 
friend of the original tenant had moved in and was paying 
the rent. Together with conversion of the use of the 


building, this reason for a landlord's refusal to continue a 
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tenancy was accepted by more respondents than any other 
presented in fhe survey, 

Unfortunately, the wording of) this question presents 
some problems in assessing the consistency of the responses 
with aye legislation. If the question refers to the 
assigning or subletting of the premises, the tenant would be 
in vLrelatvon OL provincial heqrsfation;, whech; 10 every 
province except Alberta, specifically permits tenants to 
sublet, but which also requires the landlord's permission 
ror the subletting. @(Seey for example, clause 2/11) () OL 
Bricisnr Columbia's Res vdenttale tenancy Act.) ln enemy uron 
Territory (subsection 70(3)), Saskatchewan (section 20, 
State "Cond. “8(2))7 “Manitoba (GTA, subsece ton 9357), "Ontario 
(ETA; ‘subsection -91(G)), New Brunswick (RTA, “Subsection 
13(3), and Prince* Edward’ island? (LIA, subsection 921(2)), che 
landlord's permission for the subletting may only be re- 
quired if “thre "Vs" provided" form the lease. in a lboerca, 
the’ question “of subletting 1selert "to the Landlord” and 
tenant to decide. 

But whether or notisubletting ts wntended, 4a fandlord 
might not be able to refuse to continue the tenancy solely 
for this reason if she or he had accepted rent payments. 
Acceptance of the payments might well be seen as evidence 
that the landlord had agreed to the tenancy, and once the 
landlord had agreed by accepting the rent payments, the same 
rules that apply to renewal of tenancies in other circum— 


Stances would also apply here. 
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Question I-8 


In most of the provinces, including British Columbia, 


(clause 29(4)(b)) and Ontario (LTA, section 107), which 
limit the reasons for which tenancies may be terminated, 


landlords may obtain possession of rental premises in order 


to convert them to condominiums. The Survey responses were 


consistent with this policy. Together with the previous 
One, this reason for refusing to renew leases elicited the 
highest level of support from the survey respondents. When 
asked whether a landlord should be able to refuse to renew a 
current tenant's lease in order to convert the premises to a 
condominium, 47 per cent of them said yes. The fact, how- 
ever, that the total responses were so evenly split on this 
question could suggest that some more modest legislative 
bestrictions, such as Ontario's longer than usual notice 
period for conversion to condominiums, might have some 
Support. (Ontario requires landlords who want to convert 
rental premises to condominiums to give their tenants 120, 
instead of the ustial. sixty, days arotice toy vacate (LTA, 


section 107 ).) 
Rent Increases 


Rent increases are often a contentious issue, in part, it 
appears, because some reasons for increases are more accept~ 
able than others. The variation in responses to different 
reasons for rent increases found in the survey is summarized 


in Tables 5 ‘and 6. 
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TABLE 5 


Percentage of Respondents Agreeing that Landlords of Five Rental 
Units Should be Able to Raise Rents 








Question Reason Renters Home-owners TOtaL 
Tete Costs increase 46 60 54 
Tals 2 Mortgage rate increases 49 56 Ss 
ii 5 Controls, lower service 25 37 33 
Tiga Tenant shows lower costs 10 26 18 
Tis New with higher building 

costs 46 65 55 
Tel 6 New tenant 24 41 Sis 
ee 7 Costs increase 

(tenant must move) 54 64 59 
RBSS Increased housing demand iS 32 ZS 
TABLE 6 


Percentage of Respondents Agreeing that Landlords Should be Able to 
Raise Rents: Multiple-Unit Compared to Single Unit Responses 


Reason Renters Owners ToceaL 
Landlord should raise rent by $50/month 








Increase in mortgage rate 


Multiple units 49 56 5 
Single small house 5D 78 68 
Single suite in own home 57 61 59 


Increased demand for housing 


Multiple units BS Sz 24 
Single small house 28 46 36 
Single suite in own home PM. 4l 30 





Again, as they have with termination of tenancies, some 
provinces have responded to the public's concern about rent 
increases ‘by: restricting! thesamountiof the anerease, 1ts 


frequency and, in some cases, the reasons for which rents 


41 


can Devraised.’ For example, in’ all Cahadiah jurisdietions 


exrepreAdberta, “the Yukon, Territory,--the Northwest 


Territories, and, under certain circumstances, Newfoundland 


(clause 20(7)(d)), landlords are allowed to increase rents 


on Gyeomce arvyear. (The: Yukon Territory “ddes) however, 
Slip ace that there, canbe no incréase inithe first year or 
farcteececrnm Of a. tenancy (subsection 77(1)). Tn» British 
Columbia, rents may only be increased once a year or when 
there is a change of tenant (section 18). Manitoba and New 
Brunswick allow some exceptions to the once-a-year limit on 
rent increases. In some cases (see next question), Manitoba 
landlords tiay Gncreasei rents for mew tenants ,(RRRA, 
subsection - 6 (2)))5>- rand New Brunswick landlords may be 


allowed more frequent increases in cases of "extraordinary 


hardship" (RRRA, subsection 16(1), (6 )RP7 pGands{ 89). 


Question II-6 


In British Columbia the frequency of rent increases is 
limited to once a year or on change of tenant (section 18). 
Manitoba may allow increases for new tenants if the previous 
tenant vacated the premises voluntarily and there are no 
more than three separate residential premises in the 
building (RRRA, subsection LP 6cC2 0 Nie Thc there «are .£Cur ~or 
more, landlords may increase rents for new tenants. i E-they 
have the Rent Regulation Bureau's approval and if the 
previous tenant's rent was below the average rent paid for 
similar premises in the building (RRRA, subsections 16 (4) 


and (6))% 
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When survey respondents were asked whether they thought 
landlords who rented out five units should raise rents for 
new tenants if the controls normally limited the number of 
increases to one a year, 68 per cent said no. Only two 
other veasons apresentedyvinethe. survevyetOulsnent increases 


received less support than this one. 


Question II-8 


Ones fethewmmostws tr iking results of thessurviey. i ssehe strong 
rejection, “by botheowners lands tenants; sof jincreases yinycent 
when a new development, such as the opening of a new 
factory, causes an increased demand for housing. Only 15 
per cent of renters and 32 per cent of home-owners thought 
thatrikandlords wi th fiv enrental Ginitseshoeuld wause. ments 
because of an increase in relative scarcity. Landlords who 
let a small house or a suite in their own home received only 
slightly more support for increasing rents for this reason. 
Provincial, practices reflect .the opinion revealed in 
this question: of» Bhe spnovinces swath, pen encon.tuo ls .ou 
rev tew (only Ontaritic) wandeperhaps ta liso Psiaska Cehewan 
(subsection 80(2) W>vadiltow Ulcompariabshe; genmtsisasca Bactau 


affecting increases (Ontario Commission, 1983, Appendix A). 


Question II-4 


Respondents demonstrated the lowest support for permitting 
landlordsn sto syaises nents .to\sthe, maximum sal lowed. singer 


controls if svantenantsconu bd: shows thats the standlordls cosis 


had not increased by that much. 
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Where landlords' costs are at issue, those provinces 
with rent control or review usually allow tenants to apply 
for a review of, or to dispute, any increase they believe to 
Cewtialtn luis dl0es NOt, OL COUrSe, appay*toO Units thar 
are exempt from the legislation.) In Saskatchewan (section 
78) and Manitoba (RRRA, subsection 20(1)), and perhaps other 
provinces as well, tenants can request a review even if the 
proposed increase is less than the prescribed amount -- 
CULT Cue y oF Der Cent in Saskatchewan and 6 per cent in 
Manitoba. 


In reviewing an increase at the tenant's request, 


Ontario's Residential Tenancy Commission is not obliged to 


consider the landlord's costs (RTA, subsection 132(1)). 

In Saskatchewan, a Residential Tenancies Rent Review 
Board may, at a tenant's request, decide whether a proposed 
rent increase is "fair and reasonable". In reaching that 
decision, the Board "shall consider" a number Of actors, 
including the amount of the increase, the landlord's costs, 


and the amount of rent being received by landlords of 


similar residential premises (subsection S02) ). Presume 
aby, ) cuen, even if a Saskatchewan tenant could show that 
her or his landlord's cost increases were less than the 
proposed amount of the rent increase, the increase might 
Still be allowed if the rent was less than was being charged 


for similar residential premises. 
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Questions sli=) #1 =2eandyir— 7 


Other questions that tied rent increases to landlords” costs 
asked the respondents to suppose that certain costs had 
increased and then to say whether they thought the landlord 
should pass on the increases by ratsing the rent. The 
responses were about evenly divided when the questions were 
pesed ithis way, although imore people Supported a rere 
increase for increased mortgage costs if the landlord rented 
out only one small house or a single suite in her or his own 
home. 

The responses varied only slightly when the respondents 
were asked 1f landlords with five fully occupied rental 
units should pass along increased costs even if this would 
mean that tenants would be forced to move,  Surprersingily, 
slightly more people thought landlords should increase the 
rent under those circumstances. Again, this suggests that 
notions of what kinds of costs can reasonably be passed on 
may be more important in judging fairness than GHiatirty «co 
people less able to pay. 

Insofar as rent increases are subject to control or 
review, the provinces agree that landlords should be able to 
pass along some, but not all, cost. increases. ~All of the 
provinces with rent controls or review allow landlords to 
pass along higher operating costs; however, only half of 
them -- Prince Edward Island, Manitoba, Ontario, and New 
Brunswick (which allows undefined "legitimate" costs) -- 


include maintenance costs as a factor affecting increases 
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(Ontardo.Comn iss ion, 419834,.AppendixsA).» The»proviances. are 


d16O .SPighi>n Ons the .gquestion«of. passing on. increased «in 
mortgage costs: Newfoundd andi. Princes Edward, Island, 
Manitoba, and Quebec do not include mortgage interest asa 
facto affecting increases; Manitoba includes "other finance 
Costsis sand Ontario. and .Nova.Scotie~include. mortgages costs, 
Dita toe thax imum. s(Ontard o,.Commission,.1983,. AppendixsA) - 
Cia tenants would, be fonced.. tosmoeves: if, a wband lord 
rancsed. the pment to .cov.er increased) costsedid,appeark to whave 
an effect on the survey responses -~- albeit the opposite one 
from what might be expected. The issues of whether a tenant 
would have to move is not mentioned by the provincial 
land lond-tenant. lLawseas. a,-condaditbion «to, begconsiderad gin 


aisLoOwlnd Of not allowang.pentginereasess 


Question II-3 


A vturther question v,asked~whether.a; Landbordsshboudd 
tempownandidy, beable to, cut back on services, ifmher) onghis 
operating and maintenance costs increased substantially and 
the rent could not be raised because of legal restrictions. 
The legislative response to this situation is as follows: 
iim oanuiiber Of wroy inces,lfva- landlord: is prohabitped.f rom 
increasing rent payments, she or he may also be prohibited 
from cutting services since that would amount to the same 
things. (see, ton example, British Columbia’ s: Resadentiad 


Tempapcy Act. section.20..and Manitoba's Residential Rent 


Regulation Act, subsection 30(1).) This is consistent, with 


aA. byo- bhardsemapority, of, the views expressed by the 
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respondents: “cutting® services ‘when rent could nov ebe 
increased received among the lowest levels of respondents' 


Support. 


Question. II-5 


A final question asked whether landlords who had added a new 
wing to an existing building should charge more for the new 
unites ‘than “the -old ones: The units in both wings were 
described as identical, but building costs were higher for 
the new units. People responded to this proposal in almost 
exactly the same way they responded to other proposals to 
increase rents because of higher costs -- that is, almost 
haVel of thetrespondents;, (45 “per cent), "felt the Vanadtord 
should not charge more for the new units. 

On this last question the legislation is mixed. While 
every province except Newfoundland and Prince Edward Island 
exempts new construction from rent controls or review, most 
of ‘them (Nova Scotia’ as an “exception) dGo-not’ exempt “the 
initial irents’onunew buildings (Ontario°-conmission}' 1933" 
Appendix A). 

New Brunswick, and possibly other provinces as well, 
have anticipated the situation described in this question by 
exempting new residential premises from rent controls unless 
they are part of a building where other units are already 
rented “(RRRA,” subsection =a (1). Once again, however, 


initial -rents’ are. not "exempt (Ontario Commiceiom,—.9e0- 


Appendix A). 
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CONCLUSIONS 


The evidence presented here suggests some support for a 
number of assertions, and less for others. It seems clear 
that if tenants are required to vacate their premises, many 
willerbear fairly ‘substantial welfare losses. Measured in 
terms of the minimum compensation they might require to 
acciepty such “losses, the, indicated» sums .seem worthy, o£ 
further attention. These losses also seem to be generally 
larger for tenants who have lived in their homes £Ot. a 
longer time. 

It is also apparent that large numbers of people have 
strong opinions as to what reasons for changes, such as rent 
increases or non-renewal of leases, are acceptable and which 
therefore should or should not be restricted. Most of these 
patterns are the same both among tenants, who would be 
expected to have a greater self-interest in such rules, and 
among owners of their own homes, who presumably do not. 
Many of the preferences are not necessarily consistent with 
a narrower view of economic efficiency. 

Sitting tenants are greatly favoured over prospective 


tenants, and there is wide support for the Security Of. the 


tenure co. "CULrTeNC renters. Price is not necessarily a 
preferred rationing mechanism in such cases. 

What are seen to be justified reasons for Carsing rents 
also vary widely. ~ increases: in visible costs can be passed 
on with far greater approval than less obvious opportunity 


costs. And, surprisingly, an increase in relative scarcity 
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is seen as a far less acceptable justification for raising 
rents. 

Tt alsolvappéars fthat vat least sseme Legmelatiron 
corresponds in general to the way in which most respondents 
balance their concern for the efficient provision of housing 
with their worries about the fairness of landlord-tenant 
relations. To the extent that much of the appeal of some 
restrictions on rent increases and security of tenure is 
based on a naive accounting of gains and losses and a lack 
of appreerationt ofall ot sehe resulting costs, and perhaps 
in part a discounting of what are felt to be very uncertain 
future consequences, not all restrictions may be completely 
desirable. But to the extent that fairness might be ignored 
imtothéerisftorms or weveds of segquilation; most peoples = 
tenants and non-tenants alike -- would probably find such 


alternatives to be less appealing. 
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